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P a r t  O n e
E vents of the past y ea r made it in­
creasingly clear that the certified public accountants of the United 
States have a good deal to do with the financial health of small business.
In general, small business is in good shape. The Federal Reserve 
Board’s Surveys of Consumer Finances shows that the median income 
of the self-employed business group ( a very large part of what is usu­
ally defined as “small business”) may have doubled during the decade 
of the 1950’s. Furthermore, it is reported in the Dun & Bradstreet 
Reference Book that the percentage of business failures during the 
1950’s has been smaller than in the two previous peacetime decades 
of the 1920’s and 1930’s.
What have we CPAs to do with this? Evidently quite a lot. Ac­
cording to survey findings published in last December’s Duns Review, 
the accountant is the small businessman’s number one advisor. We are 
consulted more than any other outside group. That the CPA should 
have become the businessman’s number one advisor at the same time 
that his business is enjoying increased financial health is no mere 
coincidence.
What are the essential problems injurious to the financial health 
of small business, for which a CPA can be expected to find solutions? 
They seem to be: (1) difficulty in obtaining working capital; (2) 
difficulty in obtaining long-term capital for investment or expanded 
facilities; (3) difficulties created by income tax laws; and (4) lack 
of competence in financial management, most frequently resulting 
from inadequate records.
Day in and day out we CPAs serve clients who face these diffi­
culties. With considerable success, I believe, we are helping to find 
feasible means for overcoming them.
Furthermore, we are constantly studying and amassing experience 
so that we can help our clients deal with these difficulties more ef­
fectively.
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W ork ing  capital
The Institute’s committee on cooperation with bankers and other 
credit grantors has discussed with the Robert Morris Associates the 
possibility of issuing a new bulletin, for the information of small busi­
nessmen, on strengthening their credit position through better finan­
cial management. Much needs to be done to show the managers of 
small businesses that their ability to obtain credit, both commercial 
credit and bank loans, can be greatly improved if they furnish credit 
grantors with financial statements certified by independent certified 
public accountants.
The Robert Morris Associates booklet, Financial Statements for 
Bank Credit Purposes, advocates unrestricted audits by CPAs, and 
the New York Credit and Financial Management Association has taken 
a similar position. The Institute has urged the state societies of certi­
fied public accountants to hold joint meetings with bankers and other 
credit grantors, and in the past year many representatives of the Insti­
tute have spoken at such meetings. The object of concern is our com­
mon client, the businessman.
Long-term capital
Much has been said during the year, in Congress and out, about 
the Small Business Investment Company Act of 1958. As a result, 
there is probably more public awareness of the needs of small business 
for long-term capital than ever before. A new Institute committee 
on small business is working with the Small Business Administration, 
which administers the federal program.
Of course, this Act does not relieve CPAs of continuing labors in 
behalf of clients who are looking for long-term capital. The Harvard 
Business Review  reported in its March-April issue on the results of 
surveying attitudes of 600 of its readers on small-business financing. 
In this group, about 70 percent of the manufacturers with less than 
250 employees felt that new sources of capital are needed by small 
business. On the other hand, only about 22 percent felt that con­
vertible debentures ( the means for acquiring long-term capital through 
the Small Business Investment Companies) are acceptable to the
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sm all businessm en. So the resu lts of this survey su ggest — w h at m ost 
o f us h ave alread y  had  occasion  to observe — th a t our “sm all” clien ts  
m ay b e  w ary o f u ntried  m ethods for m eetin g  ca p ita l needs, unless 
th ey  have a good d eal o f p rofessional h elp  in u nd erstand ing  th e  use 
o f these m ethods.
In  this area  esp ecia lly , “sm all” clien ts  n eed  m ore help  from  our 
profession . T h e  In s titu te ’s n ew  research  p ro jec t in m an ag em en t serv­
ices in p rep arin g  a b u lle tin , Financing the Small Business, w hich  
can  serve as a u sefu l tool.
Taxes
T h e  C PA  is a lread y  estab lish ed  in the p u b lic  m ind as a tax  advisor, 
b u t sm all business, p articu larly , m ay n ot h ave realized  th e  n eed  for 
tax p lann in g , even  b efo re  tran saction s are en tered  in to  or business 
decisions are m ade, to hold  taxes to the ir leg itim ate  m inim um .
T h e  profession  as a w hole, throu gh  th e  In s titu te ’s com m ittee  on 
fed era l taxation , has m ade a n u m ber o f recom m end ations for c larifi­
ca tion  o f th e  provisions o f th e  R ev en u e C od e and regu lations th a t b ear 
d irectly  on th e  w hole business com m u nity , in clu d in g  sm all business. 
F o r  exam ple, early  this y ear m em bers o f th e  co m m ittee  appeared  
b efo re  C ongress to com m en t on tax proposals for corp orations, p a rt­
nerships and fidu ciaries. D u rin g  th e  p ast year, m em bers o f th e  com ­
m ittee  carefu lly  rev iew ed  proposed regu lations re la tin g  to ad ju st­
m ents req u ired  b y  a ch an g e  in a cco u n tin g  m ethods and  regu lations 
for corp orations e le c tin g  to have th e ir incom e taxed  d irectly  to sh are­
holders.
T h u s, th e  C P A  n ot only  acts as an advisor to his c lien t b u t also, in 
a sense, he rep resen ts th e  econ om ic in terest o f th e  w hole p u b lic  in 
seek ing  a socia lly  sound d istribu tion  o f th e  b u rd en  o f taxation .
Financial management
I t  is o ften  said  th a t th e  C PA  can  serve as a ch an n el through  w hich  
m an ag em en t tech n iq u es, d eveloped  in progressive, larg er com panies, 
m ay b e  ad ap ted  and ap p lied  to th e  need s o f sm aller com panies.
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The Institute tries in a variety of ways to help him become a more 
effective channel. Out of the work of the committee on long-range 
objectives came a paper by Robert E. Witschey, published in The 
Journal of Accountancy December 1958, on the CPA’s responsibility 
to small business. This paper, which was widely distributed as a re­
print, cited studies at the University of Pittsburgh which show that 
a major reason for failure or termination of small business has been 
lack of adequate records and of sound financial management.
Small business is generally managed by men whose knowledge and 
experience are primarily in the areas of production, sales, or technical 
know-how. They frequently lack the benefits of proper records, budg­
eting, financial forecasting, analysis of costs, and other accounting 
and financial procedures which are commonplace in progressive, larger 
companies.
With these considerations in mind, the Institute has taken two 
important steps this year to help further in equipping its members to 
assist small business in the areas where it appears to be weakest. The 
research project in management services has published or is now 
engaged in publishing four bulletins. In addition to the above-men­
tioned Financing the Small Business, these are: Budgeting for Profit 
in Small Business, Cost Accounting for Small Business, and Office 
Management in Small Business. The new professional development 
project is stressing Budgeting for Small Business in a seminar course 
being designed for local firms and individual practitioners in all parts 
of the country.
In other ways, the Institute aggressively promotes the spread of the 
kind of enlightenment that can help small business succeed. Through 
articles in the trade press and through speakers appearing before 
business groups the profession communicates essential knowledge 
throughout the business community.
Indeed, the services of CPAs to small business in the four areas of 
difficulty that I have mentioned have an importance to American 
society that can scarcely be overestimated.
The traditions of this country demand that anyone who has the 
ability, the intelligence, the energy, and the imagination, and who 
can scrape together a reasonable amount of capital, should be able
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to go into business for himself. But if these small businesses are to 
compete effectively, they must adopt modern management techniques. 
Planning and control, the magic words in modern management litera­
ture, have just as much meaning in a business with a net worth of 
$25,000 as they do in General Electric.
The certified public accountant, in my opinion, has both an oppor­
tunity and a responsibility to use what knowledge and skills he has to 
help his smaller clients to plan and control, and to achieve and main­
tain a condition of sound financial health. If members of the American 
Institute of Certified Public Accountants will approach this oppor­
tunity with their customary zeal, I am certain that small business in 
this country will continue to grow and prosper, helped in no small 
measure by their advice.
Louis H . P e n n e y  
President
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P a r t  T w o
Accelerated  
developm ent o f 
accounting  
principles
Institute activities
Time For Decisions
I n  t h e  h is t o r y  of every profes­
sion, business, or social group, there are times when im­
portant decisions must be made. Often the importance is 
comprehended only years later when results are seen, and 
experience has exposed either myopia or vision.
For example, the accounting profession’s wisdom in promul­
gating Auditing Statement Number 23 a decade ago is now 
apparent.
During 1959, professional accounting through its Institute 
made a number of decisions that are likely to have compar­
ably far-reaching consequences. While only time can pass 
final judgment on their quality, their intent is obvious now. 
In general, they reflect the confidence of certified public 
accountants in the destiny of their profession; they suggest 
that the appropriate pace for progress is rapid.
These 1959 decisions deal with two of the major interests 
of CPAs—with accounting standards, and with the com­
petence of accountants.
To advance accounting standards, Council at its April meet­
ing unanimously approved a new program for research on 
accounting principles which will operate in two principal 
stages:
8
Standards of 
education and 
experience
(1) A series of studies by a staff of AICPA researchers.
Issued under the authority of the Director of Accounting 
Research, with the advisory assistance of groups of practic­
ing accountants and specialists, these research studies will 
be publicly announced when begun and widely exposed 
when completed. All interested organizations and individuals 
will be given ample opportunity to express their views.
(2) Statements on generally accepted accounting principles 
by an eighteen-member Accounting Principles Board com­
posed of Institute members. This Board will supplant the 
Institute’s committees on accounting procedure and termi­
nology, whose published bulletins during the past twenty-one 
years have achieved a position of high authority among the 
users of accounting data—industry, the SEC, credit grantors, 
financial analysts, the courts and others as well as accountants. 
The Statements of the new Board will ordinarily be based 
upon the accounting research studies prepared by the 
research staff.
It is expected that the work of an expanded staff and greater 
efforts to ascertain the view of concerned parties outside the 
AICPA will help to accelerate the development of account­
ing principles, so that all the readers of financial reporting 
may be better served.
To uphold the level of accountants’ competence, Coun­
cil this year took a position on points of view regarding the 
education and experience needed for becoming a CPA — 
an issue vigorously debated for many years. At its April 
meeting, Council accepted all of the recommendations 
of the committee headed by George D. Bailey of Detroit 
that had been appointed to study the Report o f the Com­
mission on Standards o f Education and Experience for Cer­
tified Public Accountants. Probably the most significant 
recommendations that Council endorsed were: that the 
long-established experience requirement for the CPA cer-
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tificate be continued; and that a bachelor’s degree and 
eventually postgraduate study be made a requirement for 
the certificate.
Council also accepted a recommendation of the committee 
on long-range objectives that the Institute should assist non- 
certified public accountants to raise their standards of prac­
tice and to pass the CPA examination.
State  It is significant that these actions by Council were taken 
leg isla tion  during a year marked by activity in state legislatures that 
reflects the great confidence placed in CPAs by the public. 
In New York State and Utah, regulatory legislation similar 
in principle to the Institute’s Form Bill was adopted. Regu­
latory legislation was also passed in West Virginia and Ohio. 
New Mexico’s accounting law was amended to include the 
requirement of a four-year college education for CPAs. 
Colorado’s existing regulatory legislation was amended to 
include the requirement for a college degree; the amend­
ments brought the legislation into closer conformity with 
the Institute’s Form Bill. On the other hand, bills that 
would have perpetuated a second class of licensed public 
accountants, with consequent confusion of the business and 
financial communities, were defeated in Maryland, Texas, 
Wyoming, Washington, and Florida.
All this legislative activity obviously constitutes a strength­
ened mandate for certified public accountants to take re­
sponsibility for standards of accounting practice.
The profession improves itself
By beginning two new activities and by enlarging some 
old ones, the Institute is making a greater effort than ever 
before to foster competent performance of accounting 
services.
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Professional
development
Management
services
The professional development program authorized last year 
has undertaken two main tasks:
(1) Ascertaining the profession’s specific needs in continu­
ing education. Throughout the year, the Board of Managers 
and the Director of the Professional Development Program 
studied the profession’s needs. An advisory Committee con­
sisting of 74 members drawn from every state was formed; 
this committee will advise the Institute regarding the specific 
needs of every area.
(2) Designing and writing courses. A course in Accountants’ 
Fees has been designed and written and has been given by 
several state societies and chapters. In addition, a three-day 
seminar on budgeting was given a trial run at Harvard dur­
ing the summer, and is currently undergoing revision so that 
it will meet more effectively the needs of practitioners in the 
budgeting field.
Because of numerous requests made by practitioners, the 
already established courses on Report Writing, Tax Prac­
tice Administration, and Accountants’ Legal Responsibility 
are being redesigned so that they can be presented in con­
tinuous full day sessions rather than a series of weekly 
meetings.
In process is a staff training program for junior accountants. 
This program will attempt to serve the staff training needs 
of local practitioners. It is contemplated that two and per­
haps three other courses will be produced and made avail­
able during the next calendar year.
A third task, beginning this fall, is to take the courses to 
the CPAs practicing in all parts of the country.
Two bulletins of the management services project author­
ized by Council in 1958 were published in 1959. The first 
of these, The Concept o f Management Services by CPAs, 
by the executive director of the Institute, served as an in­
troduction to the whole project and was sent to all members.
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Management 
of accounting 
practice
Research
Other aids 
to CPAs
The second bulletin, Budgeting for Profit in Small Business, 
was an “orientation” to the subject mainly through the use 
of case material.
The Economics of Accounting Practice project of the In­
stitute has been continued throughout the year. Five more 
bulletins were published: Building Sound Relations with 
Your Client, Selection and Admission of New Partners, 
Survey of Accounting Office Expenses, Bankers’ Attitudes 
Toward the CPA, and Insurance Coverage for Accounting 
Firms. These bulletins contain the results of research and 
surveys on current practice.
Studies by technical committees and staff have helped to 
keep the profession abreast of new demands made upon 
CPAs. These include Generally Accepted Accounting Prin­
ciples for Contractors, a glossary of statistical terms and a 
selected bibliography to guide those interested in acquiring 
greater knowledge of statistical techniques in audit sam­
pling, a bibliography on bank auditing, and a case study 
on the audit of a self-administered union-industry welfare 
fund. The committee on accounting procedure published 
Accounting Research Bulletin Number 50, Contingencies, 
last November; and Accounting Research Bulletin Number 
51, Consolidated Financial Statements, in August. The com­
mittee on auditing procedure published Statement on Audit­
ing Procedure Number 29, The Scope of the Independent 
Auditors Review of Internal Control.
The foreign affairs committee produced a booklet entitled 
The U. S. Capital Market, which outlined the accounting 
and other requirements that must be met by foreign com­
panies seeking to sell stock to American investors.
The twelfth edition of Accounting Trends and Techniques 
was published. It contained an expanded and improved
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index and introduced new subjects covering the comparative 
presentation of earnings per share and the accounting treat­
ment of pooling of interests.
The Institute’s library was used more than ever—receiving 
every month about 1,000 visitors, handling about 2,500 
reference questions, and distributing about 1,000 books and 
pamphlets.
The Journal of Accountancy has recovered from the slight 
drop in revenue and circulation that occurred during the 
“recession”; circulation (89,000) and revenue from non­
member subscriptions are now at all time highs.
The technical information service of the Institute has 
continued to serve as silent partner to hundreds of local 
practitioners and firms. On a great range of matters about 
which partners frequently consult, practitioners from 46 
states have queried the Institute during the past year. Ques­
tions from 17 foreign countries were also answered.
The place of the uniform CPA examination as gateway to 
the profession is indicated by some round statistics of the 
past five years. During this time, there have been about 
9,000 college graduates a year who have majored in ac­
counting. There have been about 3,000 new CPAs every 
year as the result of the examination. Since industry and 
government acquire thousands of accounting graduates, 
the pool of manpower among accounting graduates available 
to independent practitioners is relatively small. Since the 
certificate is more eagerly sought than ever, and since thou­
sands still take the examination without proper preparation, 
the screening process constantly becomes a bigger and more 
difficult job. A record 44,238 papers were graded following 
the November 1958 examination; 36,297 following the May 
1959 examination.
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CPA
Examination
Through increased participation in academic meetings and 
in other ways, the education department has undertaken 
to stimulate greater cooperation between the Institute and 
the colleges to the end that preparation of students for the 
CPA examination may be improved.
Accounting and the national interest
As the profession improves itself, society makes greater 
demands on it. As society makes greater demands, the pro­
fession responds with greater efforts to advance its stand­
ards. A creative spiral operates.
Part of this professional improvement is necessarily brought 
about by changes in law. Consequently, the Institute, like 
the national societies of the other major professions, now 
finds it advisable to maintain a Washington office.
The responsibilities of the accounting profession for account­
ing questions arising in connection with federal legislation 
and administrative rulings have been growing for decades.
During the 1959 legislative year to adjournment in Septem­
ber, 13,837 bills and concurrent resolutions were introduced 
in Congress; and each of these was screened for possible 
significance to the profession.
Members and staff familiar with the Washington scene have 
no doubt that an increasing number of government agencies 
and officers are more aware of the value of certified public 
accountants as professional and technical specialists in as­
sisting the improvement of government’s financial controls. 
During the past year representations to the proper commit­
tees or agencies were made concerning public housing, 
labor union disclosure, wage and hour legislation, federal 
credit unions, renegotiation, taxation, small business invest-
14
A Washington 
office
I. Federal 
government's 
provisions for 
audit
ment companies, rural electrification cooperatives and other 
matters. The three major areas of a CPA’s practice—(I)  
audits, ( I I)  taxes, and (III)  management services—were 
involved.
In accordance with policy formulated last year (see 
Annual Report —1958, pp. 11-12), the Institute on a num­
ber of occasions advised government agencies or commit­
tees ( 1 ) regarding the nature and significance of generally 
accepted auditing standards, and (2 ) regarding the signifi­
cance of the CPA certificate as an indication of the compe­
tence of auditors. A policy memorandum explaining these 
points was adopted by the Institute and distributed to 
Senators and Congressmen.
During the 85th Congress (1957-58), six minor public laws 
providing for audits by CPAs only were passed—a record 
total. It is a reflection of the greater demands made upon 
CPAs as a result of federal legislation that 26 such bills were 
introduced in the first session of the 86th Congress (1959). 
By the late summer adjournment, two of these had become 
public laws: the TVA Revenue Bond Bill and Ladies of the 
GAR.
The passage of three bills with less precise audit provisions 
is likely to have an even broader effect on the profession’s 
practice. (1) Under the Labor Union Disclosure Bill, per­
haps the most significant piece of labor legislation since 
Taft-Hartley, the Secretary of Labor has broad authority 
to require annual financial reports from labor organizations 
and trusteeships and to establish machinery to insure their 
accuracy. The Department is planning to receive 37,000 of 
these reports by April 1, 1960. (2) Under a public housing 
bill, the Public Housing Administration will make use of 
independent public accountants in the audit of local public 
housing authorities. (3) Under H. R. 8305, the 9,030 federal 
credit unions are permitted to use outside auditors.
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II. Tax laws and 
regulations
Administrative actions as well as legislation have reflected 
the greater demands upon CPAs emanating from Washing­
ton. Regulations of the Small Business Investment Ad­
ministration requiring audits by CPAs of small business 
investment companies were adopted this year. The Rural 
Electrification Administration extended its requirement for 
audits by CPAs to include telephone cooperatives under its 
supervision. More than 500 of these annual audits are now 
conducted by CPAs. The REA further recognized the im­
portance of the audit function by organizing seminars for 
CPAs and the managers of these cooperatives. A third 
administrative procedure illustrating the same trend in 
Washington thinking is that of the Office of Minerals Ex­
ploration, which can now inspect the financial records and 
accounts of certain subsidized mine operators, using either 
its own auditors or certified public accountants.
The Institute has continued to advise the federal govern­
ment concerning competence for tax practice and account­
ing matters in tax administration.
Under a revision of Treasury Circular 230 which took effect 
in March, unenrolled persons are now permitted to repre­
sent taxpayers for whom they have prepared returns, but 
only at the examination level, and they are subject to rules 
of conduct promulgated by the Treasury’s Director of Prac­
tice. The amendments were substantially in accord with sug­
gestions made by the Institute and the American Bar As­
sociation in response to the Treasury’s invitation.
The Institute’s committee on federal taxation continued to 
advise both Congress and the Treasury Department. Last 
year’s enactment of Public Law 85-866, the Technical 
Amendments Act of 1958, and the Small Business Tax Re­
vision Act of 1958 engaged the committee’s attention for
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many months. The Advisory Group Reports to the Ways 
and Means Committee of Congress were studied, and testi­
mony was presented before the committee. (These Advisory 
Group Reports advocated many substantial and significant 
changes in existing law affecting corporations, partnerships, 
and estates and trusts. In general, the Institute’s committee 
expressed approval of a large number of changes, but pre­
sented strong objections to some proposed provisions.)
In response to a request of the Internal Revenue Service, 
the committee on federal taxation, in cooperation with state 
societies of CPAs, established a group of reviewers for regu­
lations which will be proposed or amended as a result of 
1958 tax law changes.
At spring Council meeting, the Institute’s committee to 
study the tax structure recommended forming a commis­
sion composed of certified public accountants to determine 
the extent to which special privileges and inequities exist, 
and to make recommendations for their correction. The 
committee concluded that the AICPA could and should 
provide leadership in studying these questions. By a 76-75 
vote, Council referred the committee’s proposal to the execu­
tive committee, which recommended its study by a new 
committee on long-range tax policy.
The Institute has continued, through its participation in the 
American Thrift Assembly and in the testimony of its presi­
dent before the Senate Finance Committee, to advocate 
passage of legislation correcting the present inequitable 
treatment of the self-employed with respect to retirement 
income. Sixty-four groups joined in supporting this legisla­
tion which would permit the self-employed to defer taxes 
on an amount set aside annually in restricted retirement 
funds or in insurance policies with retirement features. At
17
Basic tax 
policy
Keogh-
Simpson
adjournment of the first session of the 86th Congress, the 
bill had passed the House.
The Institute’s new membership retirement plan, which was 
authorized when Council approved recommendations by 
the national pension plan committee, may be adjusted to 
take advantage of the new situation if Keogh-Simpson legis­
lation is adopted. But the plan will be offered even without 
the legislation. It is expected that members in public prac­
tice and their employees will be able to use it to effect econ­
omies comparable to those achieved under the Institute’s 
insurance program. Under this program as of March 31 
(the end of the Insurance Trust’s fiscal year), 2,642 mem­
bers were insured under “the CPA plan” for individuals, 
and 2,773 firms had subscribed to the group insurance 
plan.
III. Action 
affecting 
CPAs' advisory
services
The Institute’s small business committee collaborated with 
the Small Business Administration’s staff in drafting ac­
counting and reporting forms and procedures to be used 
under the Small Business Act.
The warm appreciation of the work of this committee ex­
pressed by SBA Administrator Wendell Barnes before the 
House Small Business Committee is characteristic of the 
reception accorded to CPAs who volunteer professional 
advice in Washington. “This committee,” said Mr. Barnes, 
referring to the Institute’s committee, “has been most help­
ful to us in pointing out ways to simplify procedures and 
hold down accounting and auditing costs.”
Changes in ethics code
Two proposed changes in the Institute’s Rules o f Profes­
sional Conduct will be submitted to the annual meeting in
18
New retire­
ment plan
San Francisco, and if approved there, to the entire member­
ship by mail ballot in fall 1959.
The first would amend Rule 7 to read as follows (new ma­
terial in italics):
“(7) A member shall not directly or indirectly solicit 
clients by circulars or advertisements, nor by personal 
communication or interview, not warranted by existing 
personal relations, and he shall not encroach upon the 
practice of another public accountant. A member may 
furnish service to those who request it; however, a mem­
ber shall not perform any services for a client of another 
public accountant without prior notice to such accountant.”
The second change would amend Rule 10 to read:
“(10) A member shall not advertise his professional 
attainment or services:
“(a) Publication in a newspaper, magazine or similar 
medium of an announcement or what is technically known 
as a card is prohibited.
“(b) A listing in a directory is restricted to the name, 
title, address and telephone number of the person or firm, 
and it shall not appear in a box, or other form of display 
or in a type or style which differentiates it from other 
listings in the same directory. Listing of the same name in 
more than one place in a classified directory is prohibited.”
Communications-inside and out
The Institutes rapid growth continues, and its services pro­
liferate. More attention must therefore be given to com­
munication among members and to public information than 
in the past.
The Institute’s growth is a reflection of the growth of the 
profession; a measure of this growth is provided by a com-
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parison of the AICPA’s present position with that of only 
five years ago.
In 1954 the membership was 24,000. Now it is nearly 35,000. 
Total income was $1,360,000 in 1954. This year it was 
$ 2,000,000.
While the Institute is far from big, as bigness is thought of 
in business, its activities as the national society of a pro­
fession engaged in varied and complex activities continu­
ously multiply. Consequently, it is sometimes difficult for 
members to see the full range of activity and to assess its 
significance to them as individuals. To help solve this 
problem, three Institute vice-presidents undertook field- 
trip visits to 28 cities, each vice-president speaking—and 
listening—about ten times. Other officers and staff under­
took 102 speaking engagements. A State Society Newsletter 
has systematized the exchange of information between the 
Institute and state societies—and among state societies.
Communication with the public has also grown. Some in­
fluential publications—Business W eek, The New York Times, 
Wall Street Journal, and Christian Science Monitor, for ex­
ample—have regularly consulted the Institute concerning 
accounting matters. More than 1,200 releases about mem­
bers’ activities in Institute affairs have been issued. A U. S. 
Chamber of Commerce 1959 Award of Merit was given to 
the Institute’s Tax Information Program, “for significant 
contributions to the public interest.” Nearly 95 per cent of 
the nation’s TV and radio stations carried the Program’s 
spot announcements this year. Communication with stu­
dents was stimulated by participation in the annual con­
vention of the American Personnel and Guidance Associa­
tion; and a new film—CPA—primarily for showing before 
students, was in production. Thirty articles by Institute
21
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members were contributed to leading trade magazines; and 
many more members have volunteered to undertake such 
assignments when the occasion arises.
Limited surveys coincide with informal observation that 
the image of the CPA in the public eye is becoming more 
accurate and more respected.
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F r a n k e  , H a n n o n  &  W i t h e y
C e r t i f i e d  P u b l i c  A c c o u n t a n t s
n e w  Y o r k , N . Y.
T r o y , N. y . 
K i n g s t o n ,  N .Y .  
H u d s o n , N. Y .
L o n d o n , E n g l a n d
Me m b e r s
A m e r ic a n  In s t i t u t e  
o r Certified Public  Accountants
To the Members 
of Certified
of the American Institute 
Public Accountants:
We have examined the statements o f assets, l ia b i l i ­
ties  and fund balances at August 31, 1959 o f the 
American Institute of Certified Public Accountants, 
the American Institute of Certified Public Account­
ants Foundation and the American Institute Benevo­
lent Fund, In c ., and their related statements o f i n­
come and expense and fund transactions for the year 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and ac­
cordingly included such tests o f the accounting rec­
ords and such other auditing procedures as we con­
sidered necessary in the circumstances.
In our opinion, the accompanying statements o f as­
sets, l ia b ilit ie s  and fund balances and of income 
and expense and fund transactions present fa ir ly  
the financial positions o f the afore-mentioned 
organizations at August 31, 1959, and the results 
of their operations for the year then ended, in con­
formity with generally accepted accounting princi­
ples applied on a basis consistent with that of the 
preceding year.
New York, N.Y. 
September 22, 1959
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STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
August 31, 1959 and 1958
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
G E N E R A L  F U N D
1959 1958
Assets:
Cash ............................................................................................................................................... $ 260,523 $ 412,784
Marketable securities, at cost (quoted market 1959 $1,102,381; 1958 $831,964) 1,081,543 816,974
Receivables ..................................................................................................................................  102,458 74,359
Inventories, at c o s t ....................................................................................................................  45,193 35,804
Prepaid expense ......................................................................................................................... 8,018 10,407
Due from Elijah W att Sells Scholarship Fund............................................................... 405 452
Furniture and equipment, at nominal value....................................................................  1  1
Total asse ts ..............................................................................................  $1,498,141 $1,350,781
Liabilities:
Payables .......................................................................................................................................  $ 129,100 $ 59,396
Dues collected in advance...................................................................................................... 345,517 290,832
Subscriptions and advertising unearned...........................................................................  303,940 242,932
Total liabilities........................................................................................  $ 778,557 $ 593,160
General Fund Balance:
Reserved for 1962 International Congress of Accountants.........................................  $ 30,000 $ 15,000
Reserved for contingencies...................................................................................................  400,000 400,000
Income retained for working capital..................................................................................  289,584 342,621
Total general fund balance..................................................................  $ 719,584 $ 757,621
EN D O W M EN T  FU N D
Assets:
Cash ..............................................................................................................................................  $ 721 $ 736
Marketable securities, at cost (quoted market 1959 $528,463; 1958 $46 8 ,8 5 3 ). 297,886 260,739
Library books, furniture and equipment, at nominal value........................................ 1 1
Fund b a la n ce .........................................................................................  $ 298,608 $ 261,476
ELIJA H  WATT S E L L S  SC H O LA R SH IP FU N D
Marketable securities, at cost (quoted market 1959 $4,534; 1958 $4 ,637).................  $ 4,645 $ 4,771
Less amount due general fund.....................................................................................................  405 452
Fund b a la n ce .......................................................................................... $ 4 ,240 $ 4,319
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENTS OF INCOME AND EXPENSE
Years Ended August 31, 1959 and 1958
IN C O M E
1959 1958
Dues, application and reinstatement fees.............................................................................  $ 965,835 $ 904,167
Fees from state boards of accountancy..................................................................................  268,560 226,487
The Journal of Accountancy:
Subscriptions earned from non-members and similar income, less
production costs .............................................................................................................  256,205 231,900
Advertising................................................................................................................................  207,560 196,355
Sales of miscellaneous publications, less production costs..............................................  209,146 234,914
Income from investments, including similar income from American Institute of
Certified Public Accountants Foundation for library expense.................................  64,887 68,822
Sundry in com e................................................................................................................................  1,770 4,287
Total In co m e ...................................................................................................... $1,973,963 $1,866,932
E X P E N S E
General activities, meetings and administration.................................................................  $ 300,005 $ 265,747
Membership promotion and admissions................................................................................  43,967 45,370
Research and tech n ical...............................................................................................................  216,515 186,514
Uniform CPA examinations ...................................................................................................... 274,889 250,045
Educational activities .................................................................................................................. 31,235 50,224
Publications .....................................................................................................................................  468,493 430,614
Public relations .............................................................................................................................. 132,469 110,459
State society se rv ice ....................................................................................................................  47,414 40,995
Economics of accounting practice............................................................................................  25,086 26,984
Federal government inform ation............................................................................................  49,924 48,153
L ib ra ry ............................................................................................................................................... 57,177 53,746
Accounting, office management and services......................................................................  242,141 228,280
Protection of the practice of the profession......................................................................... 18,574 19,136
Total Expense ...................................................................................................  $1,907,889 $1,756,267
Excess of income before the following charges.................................................................  $ 66,074 $ 110,665
Alterations, furniture and furnishings for additional office space........................  $ 9,409 $ 20,831
Reserved for 1962 International Congress of Accountants....................................  15,000 15,000
Professional development and management services projects................................ 54,046 —
Extraordinary legal fees and cost of management survey.......................................  40,656  —
$ 119,111 $ 35,831
Transferred to income retained for working capital..........................................................  ( $ 5 3 ,037) $ 74,834
STATEMENT OF CHANGES IN FUND BALANCES
Year Ended August 31, 1959
Balance, beginning of year.............................................................
Deducted from income retained for working capital..........
Excess of income over expense.....................................................
Reserved for 1962 International Congress of Accountants 
Gain or (loss) on sale of securities............................................
Balance, end of year.........................................................................
General Endowment
Elijah  
W att Sells 
Scholarship
$757,621 $261,476 $ 4,319
(5 3 ,037) — —
— — 75
15,000 — —
- 37,132 (1 5 4 )
$719,584 $298,608 $ 4,240
UNIFORM CPA EXAMINATIONS—INCOME AND EXPENSE
Years Ended August 31, 1959 and 1958
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Fees from state boards of accountancy................................
Expense:
Fees for preparing examinations and grading papers 
Salaries, social security taxes and employee benefits
Supplies, mailing, shipping and printing......................
Telephone and telegraph...................................................
Insurance on examination papers..................................
Equipment and equipment maintenance....................
Rent ..........................................................................................
Meeting and sundry.............................................................
Total Expense .................................................
Excess of expense over income..............................................
1959 1958
$ 268,560 $ 226,487
$ 171,523 $ 162,482
40,480 42,310
36,042 24,584
341 1,085
250 344
646 751
24,000 12,000
1,607 6,489
$ 274,889 $ 250,045
$ 6,329 $ 23,558
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
STATEMENTS OF ASSETS AND FUND BALANCE
August 31, 1959 and 1958
1959 1958
Assets:
C a sh .................................................................................................................................................  $ 1,926 $ 1,851
Marketable securities, at cost (quoted market 1959 $111,714; 1958 $100,522). . 83,920 85,436
Fund b a la n ce .....................................................................................................................................  $ 85,846 $ 87,287
STATEMENTS OF INCOME AND EXPENSE 
AND CHANGES IN FUND BALANCE 
Years Ended August 31, 1959 and 1958
Income from securities less custodian fees:
Contributed to American Institute of Certified Public Accountants for library
Fund balance, beginning of year................................................................................................. $ 87,287
Contributions received ....................................................................................................................  31
Gain or (loss) on sale of securities..............................................................................................  (1 ,4 7 2 )
Fund balance, end of year............................................................................................................. $ 85,846
$ 4,104  
$ 75,255  
46 
11,986 
$ 87,287
AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STATEMENTS OF ASSETS AND FUND BALANCE
August 31, 1959 and 1958
1959
Assets: -------------
C a sh .................................................................................................................................................  $ 17,368
Marketable securities, at cost (quoted market 1959 $238,623; 1958 $199,981). . 196,310
Fund b a la n ce .....................................................................................................................................  $213,678
STATEMENTS OF INCOME AND EXPENSE 
AND CHANGES IN FUND BALANCE
Years Ended August 31, 1959 and 1958
Income:
Bequest .......................................................................................................................................... $ _
Contributions .............................................................................................................................. 20,855
Income from investments........................................................................................................  8,239
Total Income ........................................................................................................  $ 29,094
Expense:
Assistance to members.............................................................................................................  $ 7,750
Stationery, printing and other expense.............................................................................  679
Total E xp en se ........................................................................................................  $ 8,429
Excess of income over expense...................................................................................................... $ 20,665
Gain or ( loss) on sale of securities..............................................................................................  (1 ,115)
Fund balance, beginning of year................................................................................................. 194,128
Fund balance, end of year............................................................................................................. $213,678
1958
$ 17,077 
177,051 
$194,128
$ 1,000 
16,469  
7,883  
$ 25,352
$ 13,956 
501 
$ 14,457 
$ 10,895 
7,548  
175,685 
$194,128
During the past year the Institute adopted the prism as a symbol of accounting. 
In 1666, Isaac Newton sent a beam of white light through a glass 
prism and broke it up into a band of red, orange, yellow, green, blue, 
indigo, and violet. This band was called the spectrum. In like 
manner, accounting breaks down business and financial activities
into components more readily subject to analysis. Through instruments 
containing prisms— binoculars, telescopes, range finders and many others—  
human vision is expanded. In like manner, accounting expands what
men can see and understand in business and financial practices.
